
Mnrch 2.0, 1939.

Personal end. Confident l t d

Honorable Henry Mbrgenthfeu, J r« f

Secretary of the T U M M I j w

Bear Henry:

I s accordance vltfc the cOiiT^rsatioa I hnti. aftHl

you OH Saturday, I ar* aacloslug aerewiUi a fcvttW* to be

<UdJtf<aWMl to the President se t t ing forth • ? i t f M on the

o—(templated aisendinents to HM olci ig« i.n^urti.nce

Altliou'th tlie l e t t e r i s s&orter then the mem

I l e f t with you on Seturd^y, the subotnnce i s the MM v.lth

the esc^ptioii of the l^st- ptt3PtgM|̂ U

Yours itlMWT»1 T

LBCi eni
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March ,.;G, 19:59.

The Preaid&nt,
The Alt* House.

Denr Mr. President:

la r-ij capacity Ml • MMta? of the Fiscfd t&4 Monetary
Advisory Btwrd I IMIT« carefully considered the three main pro-
posals ••£• by the Social Security Board in connection with
NMBfetStfl to trie old a&e ilWHi'iMl program, Yix., cQ ôseaciBg
benefit payments in 1940, Ubfttmllsiag Wltflt pravisior-s, and
penaltting the scheduled fcu increase in 1940 to go into »Jtf»|«
I a" in favor of irwiuwnBlliiig benefit pvjmntt* at tri@ earliest
possible ?aojaent, and of liberal!-• ing, to %hm .fullest ©xtent
feasible, benefit provisions. I Ml opposed to tbo idwMltl in-
crease is payroll taxes.

For titVM years- ttm collectio:, of payroll tsxes in
•1—11 of benefits, with th© f mlttttg aecumulatioii. of a
fund, has imposed • itylCWIl totg on raooverv- wmA tins

M4 Bin fi I i l l ill expen^itiires >ll>rtm>. On both
irl olt? age insurance recount the deduction frori consumer
power maoiiats to osa billion dollars • year TOT tii

1937-39. This deduction «il l bt even gg9mtm in 1940 unless in-
C2*er.s©d benefits axceed iMMHii tai coilactions. Actually, i t
appears that the t d taMNuUM will yield fraa #2^) million to
#300 stlllioii additional, while the iinniijiiitili increase in
benefits '-ill nnouxt only to totwatt 1100 i^iliion and $200 HLl

I t appears an opportuiiB ti:i& to raise the ^hole ques-
tion of tkm financing o:*" olc a-e insurr^nce. The trend in all
other countries, sad in expert s.rA popular opinion in this
country, tal been. Hfay fMHi the t—gf i fund principle. ISven if
tae %KX iner^fese is postponed, the rasenre fund t a l l continue
to aecismil^te through 1942. If tha t,,x is increased, this will
tend to extend s t i l l further the psriod over "shich the fund will
grow.
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The Preaidaat.

In rim of the gravity of our Bftjoi1
of deficient consumer buying powwr relative to our productive
capacity, I urge that DO further t M l i m in th« payroll tax r<*te
teke placa next year. The economic MpMNNmtOM re ultiii-sc fron
a costinuart excess of tax collections i m benefits «1X1 do nore,
in ay juilgiseat, to jeopiircii-^a th.e coatributory fiystms than wnUUI

the 3ch^n'ulf»r| tiX increase.

I Jin confining my recouseiidationa to the specific pro-
posals plt::c î3 before the Advisory mard, I cannot refrain froia
adding, towgf<gt that i a my JsAgMKt t.hs p m j o i l l of the Koei?-'d
Security Board do not moot rii.; deeaemd in this country K% this
tlrae for an 'adanustQ BatlOMal old Kg* ••Mltty

Bespectfully,

Soel««
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